Nigerian government has put in considerable effort at improve bilateral relation in the economy; its net effect is yet unclear. This raises concerns about the tradeoff benefit between trade openness as a proxy to globalization and contributions to the manufacturing output in Nigeria.
Introduction
Globalization refers to greater interdependence and interconnectivity among countries. It consists of the increased interaction of product and resources across nations via trade, immigration and foreign investment through international flows of goods and services, people, investment in equipment, factories, stocks and bonds. In addition to economic constituents, globalization also includes non-economic elements such as culture and the environment, simply put globalization is political, technological and cultural, as well as economic elements.
Considering current economic conditions and relations, no economy can survive, without interdependence on one another, because no country exists in isolation. A country cannot produce all the basic necessities of life, hence the need for high degree of economic interdependence. Against this backdrop, globalization is pivotal to the achievement of any nation, including expansion in manufacturing.
The law of comparative advantage indicates that a nation can gain by spending more of its resources in the production of goods where has relative advantage. Hence, if a good or service can be obtained more economically through trade, it would be rational to trade for it instead of expanding resources producing it domestically at a less competitive cost. The central issue is how the available resources can be used to obtain each good at the lowest possible cost. When trading partners use more of their time and resources producing things they do best, they are able to produce a larger output that provides the source for mutual gain.
International trade also results in gains from the competitive process. Competition is essential to both innovation and efficient production. International competition helps keep domestic producers on their toes and provides them with a strong inducement to improve the quality of their products. Also, international trade usually weakens monopolies.
It is worthy to note that the impact of Globalization in relation to other climes are not industrially competitive, though, in Nigeria, the Manufacturing sector comprises of thirteen activities: Oil Source: NBS Today, in order to flow with the trend of globalization and trade liberalization in global economic system, Nigeria is a member of and signatory to many international and regional trade agreements such as International Monetary Fund (IMF), World Trade Organization (WTO), Organization of the Petroleum Exporting Countries (OPEC), Economic Community of West African States (ECOWAS), and so many others. The policy response of such economic partnership on trade has been to remove trade barriers, reduce tariffs and embark on outward -oriented trade policies.
Despite all her efforts to meet up with the demands of those economic partnerships in terms of opening up her border, the economy has struggled vigorously to stimulate growth through openness to trade. In fact, it appears that as the country makes conscious effort to boost her economic growth by opening up to trade with the global economy the more she becomes worseoff relative to her trading partners in terms of country output growth. Based on the above challenges, the study answers the following research questions: What are the effects of degree of openness on financial integration output in Nigeria? Has exchange rate impacted the manufacturing sector output as a result of globalization in Nigeria? What is the impact of trade openness on Transportation sector as a result of Globalization in Nigeria? What is the impact of oil price shocks on exchange rate as a result of Globalization?
The paper seeks to assess the effects of globalization on the manufacturing output and also to determine the relative shock of exchange rate fluctuation on financial integration, transportation, ol price shocks and manufacturing sectors respectively to the output growth in Nigeria. After the introduction, section two reviewed related theoretical and empirical literature to establish the state of the debate on the subject matter and to highlight the gap to be filled by this paper. Third section focuses on the methodology and assumptions. Fourth section states the techniques of analysis while section five, provide summary, conclusion and policy recommendation.
Literature Review

Theoretical Framework
Adam Smith (1723-90). In his famous book, an inquiry into the nature and causes of the wealth of nations (1776), Smith stressed the importance of trade as a vent for surplus production and as a means of widening the market thereby improving the division of labor and the level of productivity.
We may summarize the absolute advantage trade theory of Adam Smith, thus, countries should specialize in and export those commodities in which they had an absolute advantage and should Import those commodities in which the trading partner had an absolute advantage. That is to say, each country should export those commodities it produced more efficiently because the absolute labour required per unit was less than that of the prospective trading partners. (Appleyard and Field, 1998) .
The Smithian trade theory generated a lot of arguments. This led David Ricardo (1772-1823) to develop the theory of comparative advantage and showed rigorously in his principles of political economy and taxation (1817) that on the assumptions of perfect competition and the full employment of resources, countries can reap welfare gains by specializing in the production of those goods with the lowest opportunity cost over domestic demand, provided that the international rate of exchange between commodities lies between the domestic opportunity cost ratios. These are essentially static gains that arise from the reallocation of resources from one sector to another as increased specialization, based on comparative advantage, takes place. The static gains from trade stem from the basic fact that countries are differently endowed with resources and because of this the opportunity cost of producing products varies from country to country. The law of comparative advantage states that countries will benefit if they specialize in the production of those goods for which the opportunity cost is low and exchange those goods for other goods, the opportunity cost of which is higher. Heckscher-Ohlin theory seeks to explain the pattern of international trade as determined by the relative factor of production existing in countries. This theory postulates that, trade arises from differences in comparative costs which in turn arise from inter-country differences in relative factor endowments means that countries should make use of locally abundant factors to produce export goods and import goods that are locally scarce. By implication the emphasis of this theory is that countries should rely on factor endowment. This links international trade to the international movement of labour and capital. The theory is based on the following assumptions: (i) There are no transport costs and impediment to trade. (ii) There is also perfect competition in commodity and factor market. (iii) All production functions are homogeneous of the first degree. (iv) The production functions differ between commodities but are the same in both countries. It is the belief of many economists that Heckscher-Ohlin model is an improvement on the Ricardian theory of comparative advantage (Jhingnn, 2006) .
The Ricardian and Heckscher-Ohlin theories are based on the assumption that technology is the same in all trading countries, as such, they do not analyse the effect of technological change on trade. According to (Posner, 1961) the effect of technology on trade is manifested in the continuous process by which technological changes influences the pattern of international trade. A technological innovation in the form of production of a new good in one country leads to the imitation gap and the demand gap in the other country. The extent to which trade will take place between the two countries depends on the net effect of the demand lag and the imitation gap. The imitation gap theory explains the sequence of innovation and imitation but as it affects the pattern of trade when a firm innovates in the form of a new product which becomes profitable in the domestic market, it enjoys a temporary monopoly. As it exports the product to foreign market and has an absolute advantage in this product. After some time, the profit of the innovating firm encourages imitation in the other country. But it will continue to export the product and have a comparative advantage in its production till the importing country learns the new process, change plant, equipment, etc. in order to produce it, this is the imitation gap.
According to (Posner, 1961) the imitation gap has three components. The first is the "foreign reactions lag" which is the time taken by the innovating firm to start the production of the new product. The second is the "domestic reaction lag" which is the time taken by other domestic producers to follow suit and establish a hold on the domestic market. The third is the "learning period" which is the time taken by domestic producers to master the technique of producing the new product and selling it in the domestic market. These three components together form the imitation lag. Therefore, in this study we adopted as our theoretical framework the Smithian theory of Absolute advantage, the Ricardian theory of Comparative advantage and the Hecksher-Ohlin trade theory. These provided explanations as to the patterns of international trade and how countries benefit from trade.
Empirical literature
The impact of globalization and other macro-economic variables has been examined by various researchers from different countries using various econometric techniques. The results are, however, mixed.
Egberi and Samuel (2017) Zerrin and Yasemin (2018) the study showed the impact of globalization on economic growth in Turkey covering the period from 1980 to 2015 using the globalization index and its components (economic, social and political globalization indices). The findings showed that economic growth increase "economic" and "social" globalization in Turkey. Usenobong and Atan (2015) examined the impact of globalization on three key sectors of the Nigerian economy: agriculture, manufacturing and international trade over the period , using Error Correction Model (ECM). The evidence shows that globalization offers Nigeria brighter opportunities to improve on its economic performance in the selected sectors. Olaniyi, et al. (2016) , the study examined influenced on globalization on the Nigeria capital market, using OLS method, the period covered from 1980-2014, the findings showed that globalization has a positive impact on the performance of the Nigerian capital market. Nyeche and Ekine (2018) , the study examined the effectiveness of trade openness on the performance of the transportation sub-sector in Nigeria, using OLS method. The result showed that trade openness and exchange rates are negatively related to transportation GDP while FDI and export-import ratio exert insignificant influence on transportation GDP. There are positive impacts in the empirical literature under review, the effect of globalization on the exchange rate at aggregate level, the impact of the shocks on the manufacturing output, Transportation and appropriate data for financial integration however, has received very little attention in the literature on Nigerian. It is, therefore, vital to ascertain the impact of exchange rate shocks on the performance of disaggregated macro-economic variables as it affects globalization in Nigeria.
Methodology, data and variables choices 2.1. Methodology
In this research, the authors choose to estimate a baseline structural vector autoregressive (SVAR)
model with contemporaneous restrictions to analyze the effectiveness of globalization to manufacturing output in Nigeria. For significance at risk (VAR) analysis, first of all, structural equation (1) is assumed thus:
WhereY t is (n × 1) vector of endogenous variables, A 0 is a (n × n) matrix of coefficients of simultaneous relations on the endogenous variables; Xt includes lag of endogenous variables, A is the matrix of coefficients on the lagged variables in the model; μ t as (k × 1) vector of the structural innovation is orthogonal and ∑ = E(ω t ω t ′ ) ωt presents variance covariance matrix of the structural innovation.
Furthermore, ω t is orthogonal and has a normal distribution, it means that shocks are uncorrelated and variance covariance matrix has normal distribution with zero means. The main difficulty in the evaluation of the structural model is that the authors cannot directly estimate the real values of A0 and A. The sampling information of data is not adequate for additionally identifying restriction. Gottschalk and Hoppner (2001), believed there were too many sets of unlike value of In order to recover the structural parameters from the reduced form model or exactly identify the model as Hamilton (1994), mentioned the order condition should be satisfied. It means that the number of parameters in the covariance matrix of the reduced form should be the same. The variance covariance matrix of the reduced form is given in equation (3).
To achieve identification, it is expected that the parameters in and 0 are recoverable from the reduced form. In equation (3) contains ( + 1)/2 parameters, and there are ( + 1) free parameters in equation (3) of the right-hand side, so we imposed 2 2 − − ( + 1)/2 restrictions on and 0 . As normally impose ( − 1) restriction to restrict to be diagonal, so identification is achieved if at least ( − 1)/2 restrictions are imposed on 0 . In the VAR modeling with Cholesky decomposition, 0 is considered as triangular. However, in a structural VAR, 0 can be of any structure until it has enough restriction.
The structural vector autoregression (SVAR) estimates
We adopted the augmented Kim and Roubini's (2000) and Vinayagathasan (2013) to investigate the shocks of globalization and other macroeconomic variables of manufacturing output in Nigeria.
Structural shocks in a SVAR can be identified by inserting some restrictions in the baseline model. The SVAR basic model variables represented by the following vector Xt:
Where MOUTt represent manufacturing output in terms of the naira, EXCHRt refers to the naira-US dollar exchange rate, FININt is financial integration, OREVt means oil revenue in naira terms, TOPt connotes trade openness and RTRANSt represent real transport in terms of naira.
From equation (4), the first identification arrangement is the standard approach which imposes a recursive structure of the VAR that shows the relationship between the reduced-form errors and the structural disturbance is presented in equation (5) 
Unlike the recursive identification, in identifying the structural VAR, the authors employed Amisano and Gianini (1997) strategy. In Amisano, et al. method, enough restrictions are imposed on both matrices A 0 and ϑ. For the system to be justly identified, it requires k(3k − 1) / 2 or 2k 2 -k(k + 1) / 2 or 51 = 2(6 2 ) − 6(6 + 1) / 2 restrictions on both A 0 and ϑ. Since 12 restrictions are imposed on ϑ (assumed to be a diagonal matrix in the model), another 39
restrictions on A 0 are required for the system to be justly identified.
The restrictions placed on the non-recursive contemporaneous relationships among the variables are shown in Equation (6) 
The trade openness, financial integration, transportation, oil revenue and exchange rate represent the exogenous external shocks. Domestic variable shocks have no effect on this variable contemporaneously. However, it is expected that financial integration reacts positively and immediately oil revenue increase, because the Nigerian monetary authority uses a tightening policy when they encounter oil revenue shock. The exchange rate and trade openness are assumed to affect the level of manufacturing output with a one period lag. The real transport responds instantaneously to the manufacturing sector and nominal exchange rate.
The reason for this is that exchange rate is one of the main indicators of adjustment of price stability in Nigeria. Furthermore, as oil revenue is determined by the government below the international crude oil price level. As Nigeria is the seventh largest exporter of the crude oil, dollars play a crucial role in the economy of the country. It is expected that manufacturing sector output positively responds to crude oil price.
Sources of data and variables used
The study used secondary data to analyse the impact of globalization on manufacturing output in Nigeria. The data were sourced from the CBN and National Bureau of Statistics (NBS) statistical data bases. The data are quarterly spanning the period 2010Q1 to 2018Q4.
The variables for the study consists of trade openness as a proxy for globalization (TOP), financial integration (FNIN), oil revenue (OREV), Manufacturing output (MOUT), Exchange Rate (EXCHR), and Real Transportation (TRANS). All series are transformed into natural logarithm form with the exception of financial integration and trade openness since it's already in ratios.
The descriptive statistics of the variables used in the study showed that the standard deviation for the variables were not below one apart from TOP of the mean values. Based on the Jarque-Bera test for normality, we reject the null hypothesis of normal distribution for all the variables except for EXR at 5 per cent significant levels. (See table 1 ). 
Empirical Analysis
The result of this empirical analysis is presented in two folds; the preliminary results, which cover the unit root tests, stability test and lag length selection criteria, and the results of the structural VAR model as well as the impulse response function result. These are presented below. The unit root tests suggest that most of the variables were combination of integration of order zero and one. However, the ADF tests for log MOUT and log RTRANS showed that the two variables became stationary in the order I (0), the PP test justify further inclusion of these variables in the study. However, since the point of interest lies in the dynamic interrelationships among the macroeconomic variables, the SVARs were estimated in levels to avoid losing economic information embedded in the variables as used in other literature such as CBN, 2014 and Berkelmans L., 2005.
Stability tests
A structural vector autoregression of the aggregate manufacturing output was estimated in its level form in line with literature on globalization, especially policy variables. (CBN, 2014 , Lawson and Rees, 2008 , Vinayagathasan 2013 and Claudes 2007 . To achieve this, the unrestricted VAR is expected to be stable, meaning-the inverse root of AR characteristic polynomial must lie within a circle. However, where the model is not stable, the VAR is estimated on first difference.
In this study, the stability condition was established at lag length 1 and 2 based on lag selection criterion, but the stability test indicated that lag 2 was more appropriate, which is selected by SC and HQ criteria. The outcome of the lag lengths stability test is presented in Table 3 and Figure 1 . 
Inverse Roots of AR Characteristic Polynomial
Source: Author's Computation
Impulse response function
Response of manufacturing output to trade openness
The IRF analysis in Figure 2a shows the response of the globalization to the shocks in exchange rate. Output increases continually from the first to second quarter in response to one standard deviation innovation in exchange rate. This positive response of MOUT to TOP continued to increase throughout the forecast horizon as shown in Figure 1 . This implies that it will take manufacturing output a short time to adjust to trade openness, because the manufacturing is highly dependent on imported input particularly capital equipment and machineries and there was a trade openness for Nigeria to open up the balance of trade relationship and this in line with a priori expectation.
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Response of real transportation (RTRANS) to trade openness (TOP)
Response of exchange rate to trade openness
The IRF analysis in Figure 2b shows the response of the trade openness to the shocks in exchange rate. Output declined continually from the first to tenth quarter in response to a one standard deviation innovation in exchange rate. This negative response of EXR to TOP continued throughout the forecast horizon as shown in Figure 2 . This implies that it will take the globalization a long time to adjust to exchange rate shock, because the manufacturing sub-sector is highly dependent on imported input particularly capital equipment and machineries.
Response of financial integration to trade openness
The Financial integration (FNIN) reacted negatively to a structural one standard deviation shock in exchange rate from quarters 1 to 5 with the highest impact in quarter 5. Thereafter, from quarter 6, it maintained a steady rise and tended towards equilibrium in quarter 10. It implies that injecting money to investors in the economy will pave will bring about positive impact on globalization at the long run.
Response of oil revenue to trade openness
The oil revenue (OREV) reacted positively to a structural one standard deviation shock in exchange rate from quarters 1 to 10 with the highest impact in quarter 4. Thereafter, from quarter 6, it maintained a steady decline and tended below equilibrium in quarter 10. It implies that oil revenue has a short time impact on globalization
Response of real transportation to trade openness
The real transportation (RTRANS) reacted positively to a structural one standard deviation shock in exchange rate from quarters 1 to 10 with the highest impact in quarter 3. Thereafter, from quarter 4, it maintained a steady volatility and tended towards equilibrium in quarter 10. This shows that with trade openness it will have significant impact on transportation system in the economy.
Variance decomposition (VC)
The proportion of variation of the dependent variables due to shocks used in the study indicated that manufacturing output, transportation and financial integration reacted positively on globalization from the first year up to the fourth year. From the fifth year, up till the end of the analysis horizon. In summary, it is evident that foreign shocks in terms of trade openness transmit largely shocks dependent variables in Nigeria. Thus, findings support the evidence that other domestic shock especially fall in output exerts serious pressure in the Nigerian manufacturing output and vice versa.
Conclusions and Policy Recommendations
This study examines the impact of globalization on manufacturing output in Nigeria. The paper covers five sections, introduction in section one, section two reviews some relevant literature, while section three presents the methodology used for the study, section four is on interpretation and analysis of the results, while the last section infers policy implication and conclusion. Attempt to determine the nature of the response of the variables and time lag of the impact of the exogenous variable on the selected endogenous variables, the structural VAR model was estimated using quarterly data ranging from 2010Q1 to 2018Q4. Specifically, the result revealed that manufacturing output, financial integration and transportation responded significantly to the exchange rate shocks emanating from globalization.
The study established that the manufacturing output reacted negatively to exchange rate fluctuations, implying that exchange rate is very important to manufacturing sector in Nigeria in line with Asuamah, et al. (2016) . On the same vein, Transportation and Financial Integration respectively were affected positively and significantly to globalization inline to findings of Nyeche and Ekine (2018) and Maduka et al. (2017) . This implies trade openness and good infrastructural facilities and financial integration would boost manufacturing output positively in Nigeria. Therefore, policy focus should not only be on external demand but requires clearer strategies to shore-up foreign exchange supply as well as make the economy less dependent on external developments to enable favorable trade openness to manufacturing output in Nigeria.
